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Report of the European Payments Union 


The Sixth Annual Report by the Managing Board of 
the European Payments Union retraces the economic and 
financial developments in EPU member countries during 
the fiscal year 1955-56. Economic activity in Western 
Europe as a whole continued to expand throughout the 
period, but in many countries demand showed signs of 
growing rather faster than output so that some infla- 
tionary pressures made themselves felt in the shape of 
rising prices and wages and of some weakening of 
individual balances of payments. The strongest advance 
in industrial output occurred in France, with the increases 
in Germany, Italy, Belgium, and the Netherlands being 
next in importance; there was no growth in the United 
Kingdom. Most countries witnessed a gradual exhaustion 
of spare productive capacity and very full employment, 
with manpower shortages in certain specific sectors. 

A significant development in most countries was the 
increase in fixed capital formation. In France, house 
building increased sharply. In both France and the 
United Kingdom, industrial investment increased sub- 
stantially, one main reason being the fact that full use 
of industrial capacity was already being approached and 
labor shortages were appearing. The rise in investment 
expenditure, in conjunction with a continued increase of 
consumer expenditure, particularly on durable goods, 
added to inflationary pressures. In a number of countries, 
wage demands seem to have been substantially in excess 
of the probable rise in productivity; and in several coun- 
tries, substantial wage increases were granted. Between 
the second quarters of 1955 and 1956, consumer prices 
rose by some 4-6 per cent in almost all Western European 
countries, and by more in Iceland and Turkey. 

The general economic expansion and further steps 
toward the liberalization of trade in member countries 
led to a renewed increase in the trade of metropolitan 
member countries with each other and with the overseas 
territories of other member countries. The value of OEEC 


member countries’ exports to each other increased by 


Europe 
EPU Settlements for August 1956 


The settlement operations of the European Payments 
Union for August 1956 covered a total of net surpluses 
or deficits of 130.4 million units of account (1 unit of 


account—US$1), i.e., considerably less than during the 


about $1,900 million during 1955-56, or by about the same 
amount as during the previous financial year. The 1955-56 
increase was due not only to a further increase in volume, 
but also to a notable increase in unit value. Despite the 
25 per cent increase of exports to the dollar area, the 
trade deficit of member countries with the dollar area 
rose from $2,600 million in 1954-55 to $3,000 million in 
1955-56. However, the trade deficit with other non OEEC 
member countries throughout 1955-56 was slightly lower 
than in 1954-55. The increase of OEEC countries’ imports 
from the dollar area is attributable largely to the expan- 
sion of economic activity in those countries, which neces- 
sitated increased buying of raw materials, iron and steel 
products, nonferrous metal products, and machinery. 
The enlargement of dollar liberalization measures by 
many OEEC countries and a more liberal policy for the 
issuance of dollar import licenses are also responsible 
for some increases in dollar imports; but, on the whole, 
dollar liberalization has not led to a very significant 
increase in imports of liberalized products—evidence of 
the marked improvement in the competitiveness of Euro- 


pean and other non-dollar suppliers. 


The reserves of gold and convertible foreign exchange 
of EPI 


between the end of June 1955 and the end of June 1956. 


member countries increased by $820 million 


when they amounted to $13,770 million. 


The Report refers to the need for member countries 
to cooperate closely in order to avoid disequilibrium in 
intra-European trade and payments. Countries have be- 
come vulnerable to measures taken by their neighbors. 
and it is most important that each country, in formulat- 
ing the policy it considers appropriate to the maintenance 
or establishment of economic balance, should pay full 
attention to the probable impact of those policies on the 


economic situation of its partners in the EPU. 


Source: Neue Ziircher Zeitung, Ziirich, Switzerland, Sep- 
tember 28 ,1956. 


previous months. In July the total amounted to 172.5 
million units, and in June, excluding the half-yearly 
interest payments, to 144.3 million. 

The net surpluses or deficits of the EPU member coun- 
tries for June, July, and August 1956 are shown in the 
accompanying table. Creditor countries are presented in 
descending order, and debtor countries in ascending 





order, of their respective cumulative creditor or debtor 


positions vis-a-vis EPI 


Net Surpluses (+) or Deficits (—) in EPU 
(In millions of units of account) 
June July Aug. 
1956 1956 1956 
Creditor Countries 

Germany, Fed. Rep. +114.2 

Belgium-Luxembourg +- 40.7 + 25.8 +- 
Netherlands 37.0 19.0 
Switzerland + 13.1 
Austria + 14.3 
Sweden Duc +3.3 


+ 106.6 + 66. 


Debtor Countries 
Iceland 
Portugal 
Turkey 
Denmark 
Norway 
Italy 
France 
United Kingdom 


Greece (quota blocked) 


As in previous months, the Federal Republic of Ger- 
many was the main creditor. Austria and Italy again had 
surpluses, owing largely to higher receipts from tourism. 

France continued to have the largest monthly deficit: 
the second largest was the U.K. deficit. which. however. 
was smaller than that for July. From December 1955 
through June 1956. France had covered its deficits fully 
by gold payments. but in July and August it resorted to 
the 25 per cent credit from EPU to which it is entitled. 
Portugal and Greece covered their August deficits fully 
through gold payments. 

Source: Neue Ziircher Zeitung. Ziirich, Switzerland, Sep- 


tember 20. 1956. 


U.K. Gold and Dollar Reserves 


U.K. gold and dollar reserves rose by $52 million dur- 
ing September. to a total of $2,328 million. This com- 
pares with a fall during August—the first of this year 
of $129 million. 

A payment of $34 million was made in gold or dollars 
to the European Payments Union in part settlement of 
the U.K. deficit in August; $3 million was paid to the 
creditors of the Union in bilateral settlement: and $8 mil 
lion was paid as the quarterly installment on the Canadian 
interest-free loan. There were receipts of $3 million as 
defense aid from the United States and $177 million from 
the sale of the Trinidad Oil Company to U.S. interests. 
But for the sale of this sterling capital asset, the sterling 
area's gold and dollar reserves would have fallen by 
$125 million. 

The United Kingdom had a deficit of £12 million with 
£1 million 


less than the deficit in August and £12 million less than 


the European Payments Union in September 
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in July. A payment of $25.2 million will have to be paid 

to the Union in October in settlement of the September 

deficit. 

Source: The Financial Times, London, England, Octo- 
ber 3, 1956. 


Consumer Expenditure in United Kingdom 


The U.K. Central Statistical Office reports that expend- 
iture on household goods, clothing, drink, and tobacco, 
which account for about one third of total consumer 
expenditure in the United Kingdom, increased in the 
second quarter of this year by 5 per cent in value, or 1.3 
per cent at constant prices, when compared with the same 
period of 1955. For the first half of this year, expendi- 
ture on tiiese items totaled £1,626 million at 1948 prices, 
an increase of £23 million over the first half of 1955; 
this rise is small when compared with the 5 per cent 
increase on a similar basis last year. Durable household 
goods, which were most affected by the hire-purchase 
restrictions, declined by £17 million at constant prices, 
a decrease of 5 per cent from the first half of last year. 
This contrasts with an increase of 12'% per cent between 
the first half of 1954 and the first half of 1955. 
Sources: The Times and The Financial Times, London. 
England, September 10, 1956. 


Belgian Coal Situation 


\ fall in coal production is creating a serious problem 
for Belgian industry, which is becoming increasingly 
dependent on imports of U.S. coal (in particular coking 
coal). It was estimated last year that a labor force of 
about 152,000 men was required to assure efficient opera- 
tion of the coal mines, which at the beginning of 1955 
employed some 89,000 Belgians and 58,000 foreigners. 
\s the result of a recruitment drive launched last year, 
this goal was practically reached in February. However, 
since that time employment has again been falling, par- 
ticularly after the Marcinelle mine catastrophe, which 
caused a large number of Italian workers to leave the 
pits. It is reported that employment in the coal mines 
fell to about 139,000 at the end of September. As a 
consequence, daily output has fallen from a monthly 
average of 100,000 tons to 85,000 tons and productivity 
has been reduced substantially. From an average of 0.86 
ton per man per day, output has decreased to 0.81 ton. 


Source: La Libre Belgique, Brussels, Belgium, Septem- 
ber 30, 1956. 


Increased Norwegian Liberalization of Imports 


The Norwegian Ministry of Commerce has announced 
that imports of ready-made clothing, footwear, certain 
kinds of leather, and umbrellas will be liberalized from 
April 1, 1957. 


liberal in granting import licenses for machinery and 


At the same time, the authorities will be 
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raw materials necessary for the production of these goods. 
Imports of oranges, grapes, and dried and preserved 
fruits have been liberalized since September 25 of this 
year. 
Source: Norges Handels og Sjgfartstidende, Oslo, Not 
way, October 4, 1956. 


Finnish Budgei for 1957 


The Finnish Government's budget proposals for 1957, 
presented to Parliament on September 12, estimate expen- 
diture at Fmk 248.831 million (current at Fmk 182,293 
million, capital at Fmk 55,615 million, and contractual 
amortization at Fmk 10,923 million), or Fmk 11,798 
million more than under the present budget. The esti- 
mates forecast a nominal budget surplus of Fmk 122.8 
million. 

The economic survey accompanying the new budget 
proposals states that there are still no signs of a decisive 
change in world conditions which would have any serious 
repercussions on the Finnish economic situation in the 
next six months. The marked growth of exports resulting 
from the expansion of the productive capacity initiated 
five years ago is now largely completed. Thus, it appears 
that the over-all export capacity of the cellulose and pape 
factories will increase next year by only about 5 per cent 
Owing to the present weakness of the export markets for 
sawn goods and the rise in production costs that occurred 
during the first eight months of this year, one of the 
uncertainties in the domestic economy is the extent of 
the log cutting next season. 

The increase in the net national product, at constant 
prices, in 1955 was about 6 per cent, but since the cost 
level rose in about the same proportion, the net national 
product’s nominal value increased by close to 13 per cent. 

The increase in production in 1956 is estimated at 
only about half the increase in the previous year, i.e., 
2 to 3 per cent; but, as a result of the rise in costs, the 
increase in the nominal value of production will be about 
ll per cent. It is estimated that the value of investment 
will increase by 9 per cent, and that of consumption by 
14 per cent; in real terms the expected increases are 
2 and 3 per cent, respectively. 

The trend of prices has been much less favorable this 
year than in 1955. The pressure on the price level broke 
out at the beginning of the year in the form of increases 
in rents and in the prices of agricultural products, with 
a consequent rise in the cost of living. Since the general 
strike and the 10 per cent wage increases, prices have 
risen further. In August, the cost of living index reached 
112 (October 1951=100), about 10 per cent higher than 
at the beginning of the year, and the trade unions, accord- 
ing to their agreement, have demanded wage adjustments, 


on which negotiations have been started. 


Source: Hujvudstadsbladet, Helsinki, Finland, Septem- 
ber 11, 1956, 


Icelandic-U.S.5.R. Trade 


Iceland and the U.S.S.R. have signed a new three-year 
trade agreement which will expand trade between the 
two countries. Iceland will increase its exports of frozen 
fish fillets to the Soviet Union from 20,000 tons per year 
under the present agreement to 32,000 tons. In 1955, 
Iceland's total exports of trozen fish fillets were 46.400 


tons. 


Under. the new agreement. Iceland will import from 
the U.S.S.R. 110,000 tons of fuel oil, 195,000 tons of 
other oil. f coal and coke, 3,000 tons of iron 


and steel. 10.000 tons of wheat. and 300 automobiles. 


L.O0O0 tons « 


Source: 


Norges Handels og Sjofartstidende, Oslo, Nor- 


way, September 28, 1956. 


West German Payments Position 


The cold and lorelgen exe hange holdings of the Bank 
deutscher Lander rose by $133 million between Septem- 


ber 1 and September 27. In August the increase amounted 


to $92 million; in July, and also in June, it was approxi- 
million. 


mately $17] The Bank’s explanation of the 


latest increase is stated in cautious terms; it is assumed 


that speculative elements were again partly responsible, 


and that foreign importers, probably in expectation of 


i further hardening of the exchange rate, accumulated 
deutsche mark in advance of their purchases. 


\ closer scrutiny of the change until the end of August 
reveals that the current payments surplus was reflected 
not only in a rise of central bank reserves, but also in a 


foreign exchange accumulation by German commercial 


banks 


their foreign balances, possibly in anticipation of a DM 
revaluation, but mostly 


These banks had previously tended to reduce 


as a result of tightened domestic 
liquidity. Also, whereas foreign banks had, in previous 
months, increased their DM balances, this tendency has 
now disappeared. The report points out that this counter- 
movement had been expected: but it is difficult to state 
whether the September surplus was caused by large-scale 
movements of funds by German and foreign commercial 


banks. 


$134 million, resulting from an accumulation of central 


The payments surplus in July had amounted to 


bank reserves of $173 million and of a reduction of $39 
million in foreign balances of commercial banks. These 
balances had increased in August by $11 million. The 
Bank’s report adds that actual transactions in goods 
and services and transfers of capital have yielded a much 
lower over-all payments surplus than was reflected in 
the inflow of gold and foreign exchange; this discrepancy 
may be reversed in the near future, i.e., if the speculative 
tendencies and the mode of payments are altered, the 
Bank deutscher Lander believes that the accumulation of 
foreign exchange may be lower than the actual surplus 
on current and capital transactions. 


Source: Bank deutscher Lander, Monatsberichte, Frank- 


furt am Main, Germany, September 1956. 
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West German Foreign Investments 


Restrictions on the transfer of private German capital 
for the purpose of investment abroad have been abolished 
for investment projects up to the limit of DM 3 million. 
Whereas the German authorities previously required an 
application for a license for foreign investment projects 
up to DM 750,000, private German companies may now 
freely transfer funds up to DM 3 million for such a 
project. The new ruling, effective as of October 1, 
applies both to funds for newly created foreign enter- 
prises and to the repurchase of enterprises formerly 
owned or controlled by a German company. 

Source: Handelsblatt, Diisseldorf, 
ber 26, 1956. 


Germany, Septem- 


Austrian Dollar Liberalization 


The Austrian Government has recently decided to 
increase, beginning October 15, 1956, the percentage of 
liberalization of imports from the United States and 
Canada from 8 per cent to 40 per cent (base year 1953). 
The list of commodities affected by the new measure 
includes mainly raw materials, such as ores, crude oil, 
cotton, wool, hides, furs, and cocoa beans, and a variety 
of semimanufactured and finished manufactured products, 
including iron and steel, agricultural machinery, electri- 
cal equipment, automobile parts, chemicals, cameras, and 
typewriters. 

Source: The Journal of Commerce, New York, N.Y., 
October 8, 1956. 


Middle East 
U.S. Trade with the Middle East 


The value of U.S. trade with the Middle East during 
the first half of 1956 rose to $544.5 million, from $453.5 
million during the same period in 1955. Exports increased 
to $337.7 million, from $292.6 million a year earlier; 
and imports rose to $206.8 million, from $160.9 million. 
It is expected that U.S. trade with most countries in the 
area will remain high, at least through the end of 1956. 
Because the area has over 75 per cent of the world’s 
proven oil reserves, in addition to other natural and 
agricultural resources in world demand, a growing de- 
mand from the Middle East for U.S. products is likely. 


Some of the increase in trade this year has been due 
to the implementation of the development plans of various 
countries, while some is attributed to the excellent dollar 
position of certain countries. U.S. aid programs and 
increased sales of agricultural commodities have also been 
important factors. On the other hand, there are some 
factors tending to discourage greater U.S. sales to the 
area. Chief among these are increasing competition 


from other suppliers, including at present the Soviet 
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bloc nations, and the fact that some countries in the 

area are having increasing difficulties in earning dollars. 

Source: The Journal of Commerce, New York, N.Y., 
October 4, 1956. 


Payments Agreement Between Egypt and Saudi Arabia 


Under a new payments agreement, Saudi Arabia will 
put at the disposal of Egypt within the next three months 
the equivalent in U.S. dollars of LE 5 million (US$14.4 
million). This amount may be increased up to LE 8 mil- 
lion ($23 million). A nonresident account equivalent to 
the sum provided will be opened and debited with the 
value of Egypt's exports to Saudi Arabia, with profits of 
Egyptian firms functioning in Saudi Arabia, and with 
income of Egyptian nationals working in Saudi Arabia. 
Egyptian firms will be allowed to repatriate their profits 
up to 15 per cent of their capital through this nonresident 
account, while Egyptian nationals will be allowed to 
repatriate up to 70 per cent of their income through the 
same account. This agreement is in addition to another 
under which Saudi Arabia put US$10 million at the 
disposal of Egypt. 

Source: 


11 Ahram, Cairo, Egypt, September 23, 1956. 


Sudanese Note Issue 


The issue of the new Sudanese currency, which was 
originally planned for September 1956 (see this News 
Survey, Vol. IX, p. 


March 1957, in view of the decision to reprint the notes 


75), has been postponed until 


which bore the signature of the Premier who was defeated 
in July. The reprinted notes will bear the signature of 
a civil servant. 

Source: Barclays Bank D.C.O., Overseas Review, London, 


England, September 1956. 


Far East 


Decrease in Price of Burmese Rice to Ceylon 


Burma has agreed to reduce its price of rice shipped 
to Ceylon from £36 per ton to £34 per ton for 1956 with 
effect from May 29. Since no shipments had been made 
this year before May 29, the new price would apply to 
the entire quantity of 200,000 tons to be supplied by 
Burma in 1956 under the trade agreement with Ceylon. 
Burma has also agreed to lower the price to £33 per 
ton for the 200,000 tons to be delivered in 1957. 
Source: Ceylon News, Colombo, Ceylon, September 13, 

1956. 


Japan's Special Procurement Receipts 


Japan’s earnings of foreign exchange (principally U.S. 
dollars) from “special procurements” during the first 
eight months of 1956 amounted to $380 million, $30 mil- 
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lion more than in the corresponding period of 1955. The 
receipts consisted of the reimbursements by the UN 
countries of the costs to Japan of supporting the UN 
forces stationed in Japan, sales to the U.S. forces in 
Korea under the special procurement program, and re- 
ceipts from U.S. expenditures for the maintenance of 
U.S. forces since the Peace Treaty. Purchases of yen by 
U.S. forces stationed in Japan declined slightly in 1956, 
and military procurement orders did not change much 
from the previous year. However, International Coopera- 
tion Administration purchases from Japan for third 
countries increased by more than 50 per cent. The Japa- 
nese authorities expect that total special procurement 
receipts for the entire year 1956 will amount to some 
$580 million. 

Source: The Financial Times, London, England, Sep- 

tember 25, 1956. 


Japanese Control of Textile Exports to United States 


The Japanese Government has informed the United 
States concernirg the main features of a tighter policy 
of control of exports to the United States, 
intended to meet the complaints of the U.S. textile indus- 


textile 


try. According to the communication, an over-all ceiling 
for Japanese exports of cotton cloth, cotton apparel, and 
other cotton manufactures would be set at about the level 
of trade in 1955; however, no specific figures have been 
mentioned. Under this over-all ceiling, individual ceil- 
ings would be established for items that tend to be 
exported in excessive amounts. Efforts would be made 
to distribute exports over the year as a whole, in order 
to avoid seasonal concentration. The implementation of 
these measures, the communication states, is based on 
the condition that all feasible steps would be taken by 
the U.S. Government to solve the problems of discrimina- 
tory state textile legislation and to prevent further restric- 
tive action with regard to the importation of Japanese 
textiles into the United States. Further details of the 
measures contemplated by Japan would be settled in 
negotiation between the two countries. 

The present Japanese control over textile exports to the 
United States, which has been effective since January 1, 
1956, consists of an over-all quota of 150 million square 
yards for cotton cloth, with individual subquotas for 
velveteen, print cloth, and gingham, and quotas for cotton 
blouses and men’s shirts. The U.S. textile industry has 
considered these curbs unsatisfactory, especially insofar 
as their continuation is not guaranteed. The Japanese 
Government has now expressed willingness to continue 
the new controls “for some years,” subject to annual 
review. 

Sources: The Journal of Commerce, New York, N.Y., 
September 28, 1956; The Japan Times, Tokyo, 
Japan, September 28, 1956, 


United States and Canada 
U.S. Duty on Wool Fabric Imports 


President Eisenhower has granted relief to the U.S 
domestic woolen industry by imposing a tariff quota on 
wool fabric imports. For many years, such imports have 
been subject to duties ranging from 30 to 37! cents per 
pound plus an ad valorem duty of 20 to 25 per cent. The 
new action provides for an increase to 45 per cent ad 
valorem when imports in any one year exceed 5 per cent 
of the domestic industry’s average output in the previous 
three years. For the last quarter of 1956, wool fabric 
imports exceeding 3.5 million pounds will be subject to 
the 45 per cent rate. The basic duty of 30 to 3742 cents 
per pound is unaffected by the new order. The action 
was invoked under a provision written into the General 
Agreement on Tariffs and Trade. 

In order of volume of imports, the ruling will affect 
chiefly the United Kingdom, Italy, Japan, and France. In 
1955, the United Kingdom provided almost two thirds 
of the 14.3 million pounds of U.S. 
fabrics. 


imports of wool 
Source: The Wall Street Journal, New York, N.Y., Octo- 
ber 1, 1956. 


Easing of Housing Credit in United States 


The Federal National Mortgage Association (FNMA) 
in the United States has increased from 92 per cent to 94 
per cent of the face value the price at which it under- 
takes in advance to purchase mortgages; it is estimated 
that this action will lead to a doubling of the number of 
mortgages purchased by the Association. In addition, 
the amount of FNMA common stock which sellers of 
mortgages are required to purchase will be reduced from 
2 per cent to | per cent of the mortgages they sell. The 
Federal Housing Administration has reduced from 7 per 
cent to 5 per cent down payments on houses costing 
$9,000 or less, and the Federal Home Loan Bank System 
will permit savings and loan associations to borrow 12! 
per cent of their share capital instead of the 10 per cent 
allowed at present. 

The Federal Housing Administrator expects that these 
moves will encourage home building, which recently has 
been at an annual rate of about 1,100,000 family units, 
compared with a total of 1,310,000 units in 1955. The 
effect may be delayed until 1957, however, since the most 
active building season is already past for 1956. 

The Journal of Commerce and The Wall Street 
Journal, New York, N.Y., September 21, 1956. 


Sour cs; 


Productivity Trends in the U.S. Economy 


A recent study by the National Bureau of Economic 
Research shows that from 1899 to 1953 total productivity 
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in the private sector of the U.S. economy rose at a yearly 


average rate of 1.75 per cent. This increase accounted 
for more than half of the annual 3.3 per cent increase 
in gross national product during the period. 


The average of the annual rates of gain in produc- 
tivity in 33 industries studied separately, weighted by 
their contribution to gross national product, showed an 
increase of 2 per cent per year. From this it can be 
inferred that among those sectors of the economy not 
covered by the study—namely, trade, services, finance, 
and construction—productivity increased at an average 
rate of less than 1.5 per cent a year. The industries 
studied did not show any decreases in productivity over 
the long period, but variations in rate of gain ranged 
from 0.6 per cent for bituminous coal to 5.3 per cent 
for electric utilities. Productivity gains in the mining 
and manufacturing segments averaged 2 per cent each. 


Most changes were concentrated in the 1-3 per cent range. 


Average labor productivity, i.e., output per unit of 
labor employed, increased considerably faster (1.9 per 
cent a year) than the productivity of capital (1.1 per 
cent a year) for the private domestic economy as a whole. 
This difference reflects the fact that, while capital was 
gradually being substituted for labor, the rate of substi- 


tution averaged only ! 


, of 1 per cent a year—so small 
that substitution does not appear to have been a major 
element of labor saving in most industries, compared 
with the saving resulting from the increased productivity 
of labor itself. There were some industries, however, in 
which a substantial substitution of capital for labor did 
occur, namely, tobacco manufactures, petroleum refining, 
crude oil and gas production, and the natural gas utili- 
ties; moreover, in this group the productivity gains for 


capital and labor combined were above the average. 


As might be expected, productivity rates of individual 
industries varied greatly from decade to decade, but 
their average rates of growth for the entire period, 1899- 
1953, showed less dispersion than their rates within any 
one decade. This appears to reflect a tendency for indus- 
tries with low productivity rates to improve their relative 
standing over time, and for those with high productivity 
rates to fall somewhat. The explanation for this tendency 
toward uniformity could be found in a speeding up of 
the diffusion of innovations during the period. Competi- 
tion among firms for markets and profits—as well as the 
fact that raany fundamental innovations, although pio- 
neered in one industry, have broad applicability through- 
out all industrial areas—can in turn be said to account 


for this tendency toward diffusion. 


The pattern of change during the shorter periods 
reveals some interesting aspects of the growth in produc- 
tivity. The growth during the three and a half decades 
since World War I has been fairly constant at a rate of 2.9 
per cent a year—abstracting from cyclical movements— 
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compared with 1.4 per cent during the two previous 
decades. The higher rate after 1919 can be attributed to 
the fact that there have been fewer industries since then 
in which productivity actually decreased. 

Source: The Review of Economics and Statistics, Cam- 


bridge, Mass., August 1956. 


Canadian National Income Trends 


The Canadian gross national product continued to rise 
during the second quarter of 1956, reaching an annual 
rate of Can$29.5 billion, a gain of some 3 per cent over 
the first quarter rate. For the first half of the year as a 
whole, output was more than 11 per cent higher by value 
than in the equivalent period of 1955; but since, by the 
second quarter, prices were about 3 per cent higher than 
last year, the increase in real terms was of the order of 


© or 7 per cent. The increase in output, however, satis- 
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fied only about two thirds of the increase in aggregate 
demand, the balance being met by a 23 per cent increase 
in imports of goods and services. As a result, and 
despite a continuing increase in exports, the balance of 
payments deficit on current account rose to an annual 
rate of almost $1,200 million, equivalent to more than 4 
per cent of the gross national product. 

The principal factor in the expansion of aggregate 
demand, which rose in all by more than 13 per cent, 
was an increase of one third over 1955 in business out- 
lays for fixed capital formation. Final sales in other 
directions increased by almost 9 per cent, reflecting a 
12 per cent rise in exports and a smaller increase in 
domestic sales. Outlays on consumer durable goods and 
housing recovered in the second quarter, after weakness 
in the first; but a further decline in the number of 
housing starts suggests that this improvement was tem- 
porary. Business inventories rose along with final sales, 
the rate of accumulation reaching almost $1,300 million 
in the first quarter but falling to a little over half that 
rate in the second. 

Accompanying the rise in domestic production, which 
was concentrated in the durable manufacturing and 
construction industries, was a 7 per cent increase in 
employment; unemployment fell to 3 per cent of the 
labor force in the second quarter. As a result, labor 
income in the second quarter was 11 per cent higher than 
a year earlier, while disposable income rose by more 
than 8 per cent. Since consumer expenditure increased 
less rapidly than disposable income, there was an appre- 
ciable increase in personal savings. 
Source: Dominion Bureau of Statistics, National Ac- 
counts, Income and Expenditure, Second Quar- 
ter, 1956, Ottawa, Canada. 


Latin America 


Price Increases in Uruguay 


Although the cost of living index for Montevideo 
showed almost no increase in the first half of 1956, it 
appears that prices may rise sufficiently during the 
second half-year to bring about a significant increase 
in the cost of living index. In an effort to obtain addi- 
tional receipts to reduce the heavy budget deficits, and 
in recognition of higher import costs, the Uruguayan 
Government has raised the retail price of cigarettes, 
resulted in 


water, and bread. These increases have 


threats of strikes by various labor groups. Foreign 
exchange shortages have reduced imports of industrial 
raw materials to an extent that industrial production is 
lagging and shortages of such essential items as fertilizer 


have developed. 


Despite efforts to obtain additional budgetary receipts, 
their rate of increase seems to be less than that of bud- 


getary expenditures, with the apparent result that the 

budget deficit for 1956 will exceed the record deficit 

of 1955. Such a budget deficit would probably have an 

additional inflationary effect on prices before the end of 

the year. 

Sources: El Bien Publico (Weekly Airmail Edition), Sep 
tember 18, 1956, and El Dia, various issues. 
Montevideo, Uruguay. 


Transfer of Foreign Funds Held in Argentina 


The Argentine Central Bank has eased restrictions on 
the transfer of funds held in Argentina by foreign busi- 
ness or overseas residents and which were accumulated 
before the end of June 1955. 
rate by private individuals and businesses will be limited 
to MSN 50.000, but there will be no limit on remittances 


of balances held by foreign banks or correspondents. The 


Remittances at the free 


President of the Bank stated at a recent press conference 
that the partial release of funds blocked in Argentina ac- 
counted for no more than M$N 100 million, or 5 per cent 
of total holdings, tentatively put at M$N 2,000 million. 
The amount which will actually be remitted is expected 
to be considerably smaller, however, since these funds 
have been largely reinvested locally. 

The new measure complements the one announced by 
the Bank last October, allowing remittances at the free 
exchange rate of all profits accumulated after the end 


of June 1955 (see this News Survey, Vol. VIII, p. 196). 


Sources: The Times, September 8, 1956, and The Finan- 
cial Times, September 10, 1956, London, Eng- 


land. 


Argentine Railways 


Under the terms of a decree issued on August 31, the 
Argentine Railways, owned by the Government since their 
purchase from the British companies in 1947, are to be 
operated by an independent organization known as Ferro- 
carriles del Estado Argentino. The previous arrangement, 
under which the railways were included in the Empresa 
Nacional de Transportes, an oversized, heavily centralized 
entity which also managed the government air, shipping, 
and road transport services, is thus terminated. The 
new enterprise is to be managed by a board of directors 
appointed by the Government, with a respresentative of 
the Ministry of Transport as president. Other members 


will be the general managers of the various constituent 


railways, and an equal number of other directors ap- 


pointed on the recommendation of the Ministry of Trans- 
port. 

Payment of the enterprise’s working expenses and mort- 
gage debts is to be made from revenue; any amount 
remaining will be earmarked for new works, replenish- 
ment of materials, purchase of rolling stock, etc., and, 
finally, for repayment of the debt to the National Treasury 





in respect of payments received to cover the operating 
deficits of recent years. 
Source: The Review of the River Plate, Buenos Aires, 


Argentina, September 11, 1956. 


Other Countries 
Credit Restraint in New Zealand 


Increases, as of October 1, have been announced in the 
reserve ratios of the New Zealand trading banks, to 34 
per cent of demand liabilities and to 12!% per cent of 


time liabilities. Following the increases last June, to 32 


per cent of demand liabilities and 10 per cent of time 
liabilities (see this News Survey, Vol. VIII, p. 404), the 


ratio for demand liabilities was decreased in two steps in 


July—first to 30 per cent and then to 27 per cent. As of 
September 14, it was increased again, to 30 per cent, 
while the ratio for time liabilities remained unchanged. 

On September 19, 1956, the trading banks’ statutory 
minimum balances at the Reserve Bank were £NZ 60.4 
million; and in the week ended September 19, trading 
banks’ borrowing from the Reserve Bank increased from 
£NZ 1.6 million to £NZ 6.8 million. 


Source: The Financial Times, London, England, Sep- 
tember 29, 1956. 


South African Gold Production 


South African gold production in the first half of 1956 
rose to 7.76 million fine ounces, from 7.48 million in the 
second half of 1955 and 7.12 million in the first half. 
While total production rose in July and the average daily 
output of 50,731 fine ounces was considerably larger 
than the July 1955 average of 48,124 fine ounces, the 
daily average was below the June 1956 figure of 51,979 
fine ounces (July had 27 working days, against 26 in 
June). This decline was partly attributable to a decrease 
in the native labor force: the number of Africans em- 
ployed by the Witwatersrand Native Labor Association 
was 329,923 at the end of July, compared with 334,593 
at the end of June 1956. 

Total gold production in January-June 1956 was valued 
at £96.5 million, or 8.2 per cent above the value in the 
same period of last year. Estimated working profits 
(excluding profits on uranium) of the gold mining indus- 
try amounted to £23.0 million this year, compared with 
£21.5 million during the first half of 1955; profits of the 
Orange Free State Mines increased to £6.6 million, from 
£3.7 million, and this gain more than offset the decline 
from £17.7 million to £16.4 million in estimated working 
profits of the Witwatersrand Mines. 

The tonnage of ore milled by the Witwatersrand Mines 
remained virtually unchanged in the first half of 1956 
(29.15 million tons, against 29.17 million tons in January- 
June 1955). The average yield, however, increased from 
4.040 dwt. per ton milled to 4.135 dwt. per ton, and this 
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improvement in the grade of ore milled resulted in an 
increase of production to 6,027,693 fine ounces of gold 
in January-June 1956, from 5,891,028 fine ounces in the 
first half of 1955. 

The Orange Free State Mines milled 4,538,500 tons of 
ore during the first half of 1956, compared with 3,340,000 
tons in the corresponding period of last year; their yield 
improved by 0.671 dwt., to 6.530 dwt. per ton of ore 
crushed, and their total production rose from 978,442 
fine ounces to 1,481,734 fine ounces. 

Average working costs in both areas showed a further 
rise: in the Witwatersrand Mines by Is. 9d. per ton, to 
10s. 6d., and in the Orange Free State Mines by Is. 4d. 
per ton, to 52s. 8d. Average working profits in the Wit- 
watersrand Mines declined to 11s. 3d per ton in the first 
six months of 1956, from 12s. 2d. per ton in January- 
June 1955. In the Orange Free State Mines, working 
profits averaged 29s. per ton in the first half of 1956, 
compared with 22s. 5d. per ton in January-June 1955. 

Gold output of miscellaneous mines totaled 248,243 
fine ounces in January-June 1956, compared with 249,552 
fine ounces in the first half of 1955. 

The Standard Bank of South Africa Limited, 
The Standard Bank Review, London, England, 
September 1956. 


Source: 


Decimal Coinage in South Africa 


A commission of inquiry has been appointed in South 
Africa to investigate the practical aspects of a change- 
over to decimal coinage. The commission will report on 
the decimal coinage system which it regards as most ap- 
propriate for the Union, taking account of the advantages 
and disadvantages of various systems. It will also report 
on the method by which the recommended system should 
be introduced, so as to limit as far as possible the cost 
of the change-over and the disruption of the economy 
during the transition period. 
Source: The Star, Johannesburg, 

gust 17, 1956. 


South Africa, Au- 
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